MEMORANDUM - OFFICE OF RECOVERY & REINVESTMENT

To:  JoAnna Richard, Deputy Secretary — Wisconsin Dept. of Workforce Development

From: Chris Patton, DirectoC)/

Re:  Financial Review — West Central Wisconsin Workfotrce Resoutce, Inc.

Date: May 13,2010

The Wisconsin Office of Recovery and Reinvestment (ORR) contracted with Jefferson
Wells to conduct on-site teviews of non-profit entities that teceived Recovery Act funding
from mote than one fedetal/state program. In summary, the teview was primarily financial
in scope and encompassed tisks and mitigating control activities related to the Entity Level
Control Envitonment, Financial Reporting, Purchasing and Disbutsements,
Banking/Tteasuty, HR /Paytoll, and Fixed Assets processes, and comprised of the following

activities:

e Review of policies, procedures, and documented controls.
o Review of extetnal auditor repotts and evidence for remediation of findings.

o Inquity of management to acquite a general undetstanding of entity telationships,
transaction flows, and monitoring controls.

Observation of ttansaction flows and control activities via process walkthroughs.

¢ Review of system access tepotts for adequate segregation of duties.

e Review for evidence of operational effectiveness of key controls, including account
teconciliations, transaction authotizations, and approptiate disposition of assets.

® Review of transaction detail on a sample basis for evidence that funds have been -
_ apptoptiately accounted for and/or disbursed.

The teviewets met with both management and financial staff to review the activities and
controls associated with Recovety Act grants ot the administrative financial controls in place
ptiot to receipt of the gtant funding. The common grants that have been issued to West
Central Wisconsin Wotkfotce Resource, Inc., include the following:

. ] STATE/ FEDERAL - AWARD
PROGRAM AGENCY AMOUNT
WIA Adult, Dislocated, and Youth Wortkers DWD/DOL. 2233214



Additionally, some entities have been awarded funds directly from a federal agency and the
controls and procedutes associated with these awards have also been reviewed at a high
level.

The on-site review of West Central. Wisconsin Workforce Resoutce, Inc., was petformed
from March 15 through March 17, 2010. The review was primarily financial in scope, and
focused on the agency’s capabilities to mitigate the tisk of fraud, waste, and abuse through
internal controls including but not limited to tmanagement oversight, segregation of duties,
and restricted access.

As stated in more detail in the attachment from Jefferson Wells, the review focused on
policies and procedures, past audit teports, management and boatd engagement, transaction
flows, system access, operational effectiveness of key conttols and transaction details.

Upon completion of the review and examination of the suppotting documentation, no
instances of fraud, waste or abuse were noted. However, the following obsetvations wete
noted from the reviewers along with recommendations suggested by ORR that may assist in
mitigating any tisk associated with the obsetvations:

Personnel Policies:

Obsetvation: Petsonnel policies are rathet dated as most wete created and/ot
revised more than 10 years ago. Only one petsonnel policy (vacation leave) was
newly issued ot tevised in the past eight yeats. Another obsetvation is that thete is
no written policy or other documentation, other than for sexual harassment,
outlining WRT’s process for handling an employee gtievance/complaint.

Recommendation: A periodic review of authorized polices ensures that policies
remain relevant, consistent, and adequate. This increases the probability that
tegulatory and /ot agency policies ate followed and imptoves management’s ability to
execute directives effectively and efficiently. Best practices include creating a policy
requiring annual review and Board of Director’ approval of the Policy and
Procedures Manual regardless of the need to update. Best practices also include
timely communication of all policy changes to ensure compliance and adhetence to
approved policies.

As a state agency with the responsibility for ensuring that sub-recipients comply with
complex requitements associated with the granting of Recovery Act funds, this information
is being forwarded to your attention so that you attend to the issues that may impact your
specific program. ORR expects that each agency will take the apptopriate steps to mitigate
fraud, waste and abuse as it relates to Recovery Act funding. For your convenience, I have
enclosed a copy of the Field Review Program Wortksheet, which details the scope and results
of the review. A copy of this memorandum is also being provided as a courtesy to West
Central Wisconsin Workforce Resource, Inc.



As a result of this review, if you tequitre sub-recipients to demonstrate any change of policy

or procedure, please forward a copy of any correspondence to the attention of the Recovety
Office.

If you have any questions, you can contact Dan Subach at (608) 266-7602 or Art Stauffacher
at (608) 267-3672. Thank you for your cooperation in assisting us in assuting the public of
the accountability and transparency of Recovery Act funds.

cc: Richard Best, West Central Wisconsin Workfotce Resoutce, Inc.



